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ABSTRACT 



This study documents the second of three phases of 
the Indiana Higher Education Facilities Comprehensive Planning Study. 
Papers comprising this second phase of the study are devoted to 
long-run forecasts of needs and resources and related significant 
considerations. This portion of the study focuses on financing higher 
education. Consideration is given to the following basic sources of 
income; student tuition and fees. Federal and State allocations, 
private gifts and grants, and endowments. In making revenue source 
projections for public and private institutions in Indiana, the 
report anticipates that total income will increase annually in actual 
dollar amounts while the proportional share of each source of income 
is expected to change. Appendixes offer tables comparing various 
aspects of States* funding of higher education. A related document is 
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FOREWORD 



This paper is one of a series of specialized reports prepared as a part of 
a comprehensive study designed to provide a clear profile on an institu- 
tional and statewide basis of the current and future relationships between 
the demand for and the supply of higher education in Indiana. The study, 
which is programmed in three phases, will make possible the determination 
of the needs for higher education resources and facilities, as well as 
identification of various feasible alternatives for meeting those needs. 

Survey data and analysis comprising the first phase of the study were 
published last year in a series of five current status reports, dealing 
with finances, enrollments, programs and personnel, student migration, and 
facilities inventories and utilization. Papers comprising the second phase 
of the study are devoted to long-run forecasts of needs and resources and 
related significant considerations. The third phase of the study will con- 
sist of a final report that will relate the data and the findings devel- 
oped during the first phases of the study and include a proposed higher 
education computer simulation model designed to facilitate the analysis of 
the probable impact of a wide range of variables. 

With cooperation from the Indiana Conference of Higher Education, the 
Indiana Higher Education Facilities Comprehensive Planning Study is spon- 
sored by the Indiana Advisory Commission on Academic Facilities under grants 
from the U.S. Office of Education authorized by the Higher Education Facili- 
ties Act of 1963 (PL 88-204) , as amended . 

While emphasis of the comprehensive study is directed toward facilities 
needs, it is recognized that those needs are and will continue to be signi- 
ficantly affected by a broad spectrum of factors exerting substantial influ- 
ences. The overall effort is, therefore, multifaceted and designed to provide 
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both factual data and professional analysis and opinion for higher educational 
policy makers at the institutional as well as state level. A resulting end 
product will hopefully be the encouragement of efficient higher education 
resources utilization and the progressive provision of academic facilities 
in keeping with realistic needs in consonance with available resources and 
compatible with programmed needs and demands. 

The views and opinions expressed in this paper are those of the author 
and do not necessarily reflect those of the Indiana Advisory Commission on 
Academic Facilities, the Indiana Conference of Higher Education, or the 
Study Director and other members of the staff. 



R. E. Masters 
Executive Secretary 
Indiana Advisory Commission 
on Academic Facilities 
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ABOUT THE SERIES 

This working paper Is one of a series of specialized reports that have 
emlnated from the Higher Education Facilities Planning Study undertaken in 
the siimmer of 1967 with the sponsorship of the Indiana Advisory Commission 
on Academic Facilities and the Indiana Conference on Higher Education. 

As part of the study, a series of current status reports on the needs 
and resources of Indiana institutions of higher learning were published in 
the summer of 1968. These included the following: 

Current Status Report 1 -Finances 

Current Status Report 2 -Enrollment Projects 

Current Status Report 3 -Programs and Personnel 

Current Status Report 4 -Student Migration Patterns 

Current Status Report 5 -Facilities Inventory and Utilization 

The working paper series results mainly from staff research' during the second 
year of the study. Papers tentatively scheduled to be published in this 
series are: 

A Simulation Model for Post-High School Education 

Demand for Academic Programs 

Determinants of Cost Differences 

Faculty and Staff Needs 

Financing Higher Education 

Regional Demand for Post-High School Education 
Survey of High School Senior Education Intentions 
The Future Space Requirements 

The final report, which will be based on all previous staff research efforts 
over the course of the study, is scheduled to be published in late 1969. 
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Our purpose in publishing this working paper series is to make avail- 
able to those requesting documentation much of the research detail behind 
the findings and projections presented in our final report. The papers are 
essentially in draft form and do not necessarily receive the endorsement 
of other members of the staff, the membership of the Advisory Commission 
on Academic Facilities, or the Indiana Conference on Higher Education. 



Charles F. Bonser 
Study Director 

Advisory Commission on Academic Facilities 
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SUMMARY 



There are several basic sources of income for every college and uni- 
versity. The most basic of these are student tuition and fee income; 
federal government allocations; state government allocations; private gifts 
and grants; and income from endowment funds * These five sources constitute 
approximately 90 percent of the total income for educational and general 
purposes in institutions of higher education in the state. The remaining 
10 percent Includes such diverse sources as sales and services of educational 
departments and Income from public service hospitals. 

Generally , the larger the institution, the more diversified are its sources 
of income. Small private institutions, for example, would not have public 
service and services of educational departments. The importance of the 
several Income sources varies also with the control of the individual insti- 
tution. Public institutions receive the largest percentage of their educa- 
tional and general funds from state tax appropriations while private insti- 
tutions rely most heaviJv on student tuition and fee income. 

In making revenue source projections for public and private institutions 
in Indiana, we expect all income to increase annually in actual dollar amounts. 
The total educational and general income for public institutions is expected 
to increase from the 1968 amount of $236 million to $937 million in 1985. 
Likewise, educational and general income in the private sector is anticipated 
to increase from $86 million in 1968 to $313 million in 1985. 

Within this same period the various sources of income are anticipated 
to change in their relationship to total educational and general income. 
Depending on other income sources, tuition and fee income could remain 
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relatively the same proportion of the total as it is currently. Tuition 
and fee income presently constitutes approximately 14 percent of the educa- 
tional and g3neral total in the public sector and approximately 62 percent of 
the total in the private sector. Increases in other sources of income would 
reduce the proportion of total income derived from tuition and fees. 

The income from endowment funds and from private gifts and grants will 
probably continue to increase in actual dollar amounts but decrease as a 
percentage of the total. Income from the federal government is expected to 
increase more significantly than other sources, which would have the effect 
of slightly reducing state governmental appropriations as a percentage of the 
educational and general total. 
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PREFACE 



In this portion of the Indiana Facilities Study, we will examine some of 
the basic theories concerning financing institutions of higher education 
in the state of Indiana. Although it is difficult to predict accurately 
what will happen in future years, we will try to estimate the amount of 
money available to colleges and universities from several major sources, 
based on the levels of support provided in the past, coupled with some 
basic assumptions regarding the next decade and a half. 

It must be stated at the outset that, although individual sources of 
institutional income will be examined separately, they are inseparable in 
the total financial picture. Higher education is a labor intensive process 
that is, the major cost comes from salaries. The operating expenses of 
colleges and universities are closely related to the number of students, 
faculty, and staff involved in the educational process. Basically, the in- 
terrelation among the various components may be stated as follows: (1) 

The demand for higher education to a large degree is dependent upon the 
cost to the student. We assume that the less the student must pay, the 
greater the number of students wishing to take advantage of an educational 
opportunity will be. (2) The cost to the student depends upon the magni- 
tude of other income sources. The assumption is that tuition and fee 
charges make up the difference between financial support such as state 
appropriations and endowment income and the total cost of educating the 
students. (3) Sources of income other than tuition and fees frequently 
depend on the number of students enrolled and the number of personnel re- 
quired to educate them. Legislative appropriations, for example, may be 
allocated to individual institutions on such bases as enrollment, student- 
faculty ratio, and the like. 
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In considering the variety of income sources available to colleges 
and universities, the relative importance of each must be explored. Al- 
though we may be certain that income for higher education from all income 
sources will rise in the future, we are less positive about the predic- 
tions that can be made about the magnitude of the total revenue or of 
the •’mix 11 of the sources. A few studies estimating income sources for higher 
education have been made on a nationwide basis, but they are short range, 
usually projected only to 1975. As data from the last decade have shown, 
the amount of Income for Indiana colleges and universities has varied 
considerably, and these variations will plague us in the years ahead. 

In the following pages we will present some generalized estimates that 
hopefully will prove valid as the future unfolds. 

Higher education in the United States is presently in the middle of 
a 20-year growth period. The marked increases in enrollment and financing 
In the 1960 f s will most likely continue during the 1970* s, and we should 
see a greater proportion of our citizens becoming more aware of and taking 
advantage of the increasing opportunities for education. If we are able 
to meet the demands of the forthcoming decade adequately, the 1980 v s should 
result in a leveling of rapid growth rates and financial investments* and 
a much more gradual increase will be detected toward 1990. 



0 

ERIC 



I. THE FUTURE FINANCING OF HIGHER EDUCATION 



In the past decade higher education has received unparalleled support 
both in the United States and in Indiana. Investment in higher education 
is not limited by available resources; it is restricted only by the amount 
of money that society is willing to provide for it. A decade and a half 
ago, the system of higher education in the United States was seemingly 
impoverished: the need for expanded physical facilities was great, and 

faculty salaries were far below salary levels in comparable professions. 

In view of the technological advances of the U.S.S.R. and the cold war, 
the need to spend more money for education became obvious. To the casual 
observer today, higher education appears to be a prosperous enterprise 
with new multistoried buildings dotting the landscape and faculty salaries 
at a much more respectable level. The reason for this great impetus to 
higher education is that students, parents, donors, and governments have 
chosen to support the colleges and universities more than ever before. 

A recent Carnegie Commission report estimated that expenditures by 
institutions of higher education in the United States rose from approxi- 
mately 1 percent of the gross national product ($432 billion) in 1957 to 
slightly over 2 percent in 1967, when the GNP was $736 billion. In addi- 
tion, the report predicted that by 1976-77 institutional expenditures 
will be about 3 percent of the expected GNP of $1,400 billion.* The in- 
crease from 1957 to 1967 means that the rate of growth in finances for 

^-Carnegie Commission on Higher Education, Ov ality and Equality: New 

Level 8 of Federal Responsibility for Higher Education (New Yorks McGraw- 
Hill, Inc., 1968), p. 6. 
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